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14 August 2006
by Haad and Express

Hon. Vernon Williams
Secretary

Surface Transportation Board
1925 K Street, N.W.
Washington, D.C. 20423-0001

Re: PYCO Industries, Inc. -- Feeder Line Application
-- South Plains Switching, F.D..34890 3(/727,

PYCO's Oppogition to KJRY Competing Application and
Motiom to Reject; due August 14

Pleage distribute immediately

Dear Secretary Williams:

In the Board's decision served August 3, the Board
indicated that it would decide whether to accept or to reject
KJRY's competing feeder line spplication in F.D. 34850 by August
18, and further indicated that comments on that issue must be
submitted by August 14. PYCO Industries, Tnc., hereby submits
its opposition to the KJRY competing application and metion to
reject that application on 2z variety of grounds. We note that
on August 2, a number of shippers algo sxpregsed opprosition to
further KJRY involvement

25 indicated it intends to act

Because the WY _
{ pgvEst that our f£iling be distributed

expeditiously, ¥
immediately. o

Thank yot

Encls.
. §§g§§2%ﬁngs
cc. Counsel (per above) {w/encl.) Oft
Mr, McLaren (w/encl.) AUG 142D06‘
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SEFORE THE
SURFACE TRANSPORTATION BOARD
PYCO INDUSTRIES, INC. -~ ) 3;;722—
FEEDER LINE DEVELOPMENT -- ) F.D. 34

SOUTH PLAINS SWITCHING LTD, )

PYCO INDUSTRIES, INC.'eg
QOPPOSITION TO FURPORTED COMPETING AFPLICATION
FILED BY PIONEER RAILCORP d/b/a
KEQKUK JUNCTION RAILWAY

PYCO Industries, 1Inc., (PYCO), hereby moves the Surface
Trangportation Board to reject the competing feeder 1line
application tendered in the above-cantioned proceeding on behalf
of Pioneer Railcorp's Keokuk Junction Railway (KJRY).

It 18 no secret that Pioneer and KXJRY are in this
proceeding at the beheat of incumbent carrier South Plains
Switching, Ltd. (SaW). It is also obvious that SAW wishes to
retaliate against PYCO in any way it can, Pioneer emphasizes
several times in its application that if it is allowed into the
proceeding, then it (and presumably SAW) will claim that SAW has
absolute discretion to choose to deal with it as opposed to
PYCO, even if a majority of ghippers gupport PYCO, and even if
none support Pioneer. SAW wishes to supplant itself in Lubbock
with "son of SAW," and not with a shipper-owned entity dedicated
to gervice and to fixing up the badly deteriorated physical
plant that SAW curreﬁtly operates.

The gquestion now is whether this maneuver can be
guccessfully accomplished by SAW and Pioneer. For the reasons

stated below, we believe the Board must say no.

I. BRa roOunG | Ofﬂeemcee%d ings
1 | AUG 142006

Part of ‘
Public Record
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In Finance Docket 34B44, PFYCO pursuant to 45 U.§$.C, § 10907
originally filed a feeder line application (FLA) to acquire all
of SAW, or, in the alternative (termed "Alternative Two"), a
portion of the SAW lines in use by PYCO's alternative service
provider [West Texas '& Lubbock Railrcad (WTL)] to provide
alternative service to PYCO's Plant No. 1 pursuant to orders in
Finance Docket 34802, plus all remaining SAW track east of the
BNSF mainline. The track easgt of the BNSF mainline is necessary
not only to serve PYCO but also to serve Attebury and Compress,
the two other shippers with east-side facilities in addition to
PYCO'!s Plant No. 2.

The Director rejected the original FLA for lack of showing
of financial responsibility and because a majority of'shippers
had failed to supply letters stating that service was inadequate
as to them. PYCO timely appealed to the full Board, and filed a
revised FLA (Finance Docket 34890) incorporating its showings
from Finance Docket 34844 Dbut also attaching additional
evidence. By a decision ispued on July 3, the Board rejected
PYCO's appeal in Finance Docket 34844, but accepted for filing
the revised FLA in Finance Docket 34890. The Board issued an

- expedited schedule for resolution of the proceeding. That
expedited schedule required competing feeder line applications
to be filed on or by July 18, 2006,

Under this Board's regulatione, if a competing application

is accepted, then once the Board sets terms and conditioms for

transfer, the incumbent railrcad ordinarily c¢an choose the
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feeder line applicant to which it must sell its lines.

Larry Wisener, past president and continued eminence at
SAW, indicated in November 2005 that he intended to retaliate
against PYCO, and has consistently caused SAW to pursue policies
of retaliation from that time to the current time., PYCO fully
concedes that it would be the last entity to which Mr., Wisener
would voluntarily allow SAW to sell its lines, at 1least at a
price that lefit a viable rail operation behind.

Consistent with his retaliatory and destructive objectives,
Mr. Wigener urged Pioneer Railcorp to file a competing
application. Thie is not speculaticon; it iz what Pioneer's
representatives have indicated to both PYCO and BNSF, Pioneer's
general counsel (Daniel LaKemper) told PYCO on July 18 that SAW
had invited Pioneer's interest,? and/Mx. Carr on Auvgust 2 told
ENSF that Mr. Wisener requested Pioneer's involvement.? At the
time Pioneer first expressed interest (July 18), it indicated it
knew nothing of the situation in Lubbock.® Pioneer's president
(and CEQ and CFO), Mr. J. Michael Carr, made essentially the
same concession to BNSF on August 2.%

On July 18, rather than file a competing application,

1 gee Declaration of Gary ©R. McLaren, Exhibit to
"Statement by PYCO Industries" sgerved 28 July 2006 in F.D.
34850 (and other dockets), at Y 3-5,

2 gee Exhibit A (PYCO understands it may use this email

publicly). _
3 gee note 1 supra at { 5.
4 Exhibit B.
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Pioneer d/b/a KJRY filed a paper castigating PYCO, c¢laiming that
Alternative Two amounted to "cherry picking," and requesting an
extension through August 14 to file a competing application for
the whole line. SAW filed a letter on the same date supporting
Pioneer/KJRY's request, urging that a sale of the entirety of
BAW was preferable for shippers. PYCO oppesed any further
extensions of time: Pioneer cbvicusly had not done any
homework, Mr. Wisener had invited it interest to confuse and to
delay the proceeding, and to avoid the esgtablishment of a
viable railrosd ocperaticn in place of SAW. In PYCQO's view,
further delay in the c¢ircumstances would bhe inconsistent with
national rail transportaticn policy under 49 U.8.C. § 10101.

By decision isgued July 21, this Board nonetheless granted
Pioneer an extension through August 4 to file a competing
application.

On August 4, Pioneer filed a competing application, but
only for Alternative Two. Although Pionser in its competing
feeder line application repeatedly indicates that an all-SAW
alternative is preferable, Picneer was not in a position on
August 4 to show financial responsibility to acguire the whole
of SAW (Pioneer indicates that the value may be in the range of
$5.5. million, but it had not received a loan commitment for
that amount yet),>

Ironically, as of this time, only PYCO has met all the

° See, e.g., Exhibit 1 to Carr Verified Statement (bank
says it is evaluating making a loan commitment).

4
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requirements for acquisition of all of SAW under 49 U.S5.C. §
10907. See PYCO's Compilation of Shipper Comments, filed August
2, 2006 (majority of shippers state service inadequacy and
support PYCO application for all-SAW). Only PYCO has shown
financial responsibility sufficient for acguisition of all-SAW
and rehabilitation as well. SaW and Pioneer/KJRY both seem to
agree that PYCO's acquisition of all-SAW is preferable to
splitting SAW into two parts. |

At the time of Picneer's August 4 f£iling, Pioneer had no
shipper support.$ Pioneer filed no =xpert statements to
establish value of SAW. Pioneer instead relied on an internal
analysis by its president, Mr. Carr. Eaged on Mr, Carr's
admissions EOIBNSF on August 2, Mr. Carr has no knowledge of
SAW's operaticns in Lubbock. Mr. Carx's analysis was apparently
limited to reviewing the testimony of PYCO's expert (Charles
Banks) and SAW's expert {(Mr. Plaistow) with respect to "going
concern value" (GCVv) . Mr. Carr rejected Mr. Plaistow's
approach to valuation; and bagically concurred with the analysis
of Mr. Banks with two exceptions: Mr. Carr erroneously double-
counted maintenance expenses (with the effect of reducing GCV)[
and did not take necessary rehabilitation into account
(arbitrarily increasing GCV). Under his faulty analysis, Mr.
Carr ascribes a valué of $935,000 to "Altermative Two. "

KJRY evidently has no cash reserves or credit line.

6 Although Pionser in ite application (p. 3) clains a
"good service record," PYCO is aware of many complaints.

5
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Pioneer's president represente that Pioneer has some cash and a
credit line. Pioneer's bank supplied a statement indicated that
Pioneer did have a credit line in the amount of 31.5 wmillion; it
did not say anything about any cash, Mocreover, there is no
showing by Pioneer that such funds as it does have are not
required operating reserves for its other lines. When FYCO
supplied evidence supported by its bank that it had $5 million
in resources actually for acguisition, the DRirector (upheld by
the Board on appeal) rejected PYCO's showing as insufficient in
F.D. 34844.

In this Board's August 3 decision, this Board indicated
that SAW and any other party had through August 14 tc comment on
whether the Board should accept Pioneer/KJRY's '"competing
application."? |

In & compilation of comments filed on August 2,8 pyco along
with numerous other shippers on the SAW lines indicated that
they opposed involvement by Pioneer/KJRY.

IT. Summary

1. The KJRY competing application must be rejected because

7 Aug. 3 decision at p. &. When this Board originally
established the expedited procedural schedule for this
proceeding, the Board envisioned competing applications by July
18, and shipper comments on all matters including competing
applications on August 2. When this Board allowed an extension
for Pioneer/KJRY to file a competing application until August 4,
this Board did not provide a specific due date for sahipper
comments on the actual Pioneer/KJRY application. This Board's
August 2 order specifies that comments may be £iled on the KJRY
application, if it is accepted, by August 24.

8 gee note 7 gupra.
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it seeks to acquire a portion of SAW which will not result in

adequate service to PYCO; because KJRY fails to offer meaningful

evidence in support of its proposed purchase price; becsuse KJRY

has failed to show financial responsibility per the standards
employed by this Board in this proceeding to date (and because

KJRY ignores rehabilitation expenses because they would render

the 1lines unprofitable); and because KJRY's further

participation will result in inadeguate sexrvice and is not

congistent with the public convenience and necessity.

2. PYCO has signed a letter of intent with West Texas &
Lubbock Railroéd (WTL) , an experienced operator, to provide rail
services on whatever lines PYCO is authorized to acquire. WTL
already operates in the Lubbock area and brings efficiencies and
knowledge to the scene that Pioneer/KJRY cannot hope to match.
PYCO and WIL are prepared to acquire and to.operate the lines
now, and do not need the time to c¢limb the learning curve that
Pioneer/KJRY both need and reguest at p. 14 of the KJRY
application.

3., BNSF's right of first refusal ehould apply to any
purchaser of SAW assets, whether pursuant to 492 U.S.C. § 10907
or not.

4. PYCO continues to seek relief by October 23, 2006.

ITII. The KJRY Competing Avplication Must Be Rejected

A. KJRY's Competing Application
Defines a Set of Agssets that Are Inadegquate

Given facts developed during the discovery period, and
SAW's continued misconduct during that period, it is now obvious

7



10/20/2000 17:28 FAX 206 548 3739 CHARLES MONTANGE @010/050

that KXJRY's Alternative Two will not result in adequate or
reliable service t¢o PYCO, Attebury, or Compress.

Shortly before PYCO filed itz Revised FLA (for Finance
Docket 34890), SAW, unbeknown to PYCO, engaged in a classic
"gpite fence" maneuver,® selling a porticn of its rail vard
along the south side of the yard (area of'track 6 and the wye)
to Larry Wisener d/b/a Choo Choo Properties.l® . Mr. Wisener
"(Choo Choeo) then proceeded to terminate FYCO leases, obtain
regtraining orders against PYCO use of & key industrial
crossing, and otherwise to disrupt PYCO's rail-dependent
operations. This Board voided the sale from SAW to Choo Choo on
August 3 due to the pending FLA proceeding. However, if SAW is
left in possession of any property in the SAW yard (other than
its office and the side track on which it stores its engines),
it can now be expected to engage in similar disruption in the
future. Moreover, SAW has generally indicated that it wishes to
bar PYCO from any entry ox use of its property.

Dufing PYCO's entry on July 24-25 pursuant to this Board's
_order, PYCO among other things had the yard inspected by a

professional engineer. Mr. Davig (the engineer) advised that

® Black's Law Dictionary (7th ed.) p. 1409 defines "spite
fence" to mean "[a] fence erected solely to amnoy a neighbor, as
by blocking the neighbor’s view or preventing the neighbor from
acquiring an easement of light - the court temporarily
enjoined the completion of the 25-foot spite fence -."

10 The Choo Choc deed is attached as Appendix V. Hugo
Reed & Associates (land surveyors) have preliminarily mapped the
land encompassed in the Choo Choo deed as creating a Yspite
strip" in the area shown in Exhibit B.
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due to the proximity of the yard tracke to each other, and the
joint use of some of the sWitches, repair and rehabilitation
would difficult unlese one party owned and controlled all track
in the yard. In other words, shared ownership of the yard with
SAW 1is incompatible with repairing, maintaining, and
rehabilitating the track, and this ie all the more the case
given SAW's objective of retaliating against PYCO.

Despite repeated orders from this Board, SAW still does not
participate in morning callse to discuss service issues, and from
the inception of alternative service under Finance Docket 34802
has viclated the protocol ordered by this Board. This hardly
makes SAW a candidate to share ownerghip of the yard. Ownership
needs to be in a single entity with control over dispatch, other
than SAW. »

KJRY's Alternative Two thus will zresult in 1inadequate and
unreliable gervice to PYCO and to other shippers as well..
KJRY's competing application must therzfore be rejected. In
PYCO's digcovery-related modificatione filed August 11, PYCO
indicated that the entire yard (except for SAW's spur on which
it stores its engines and SAW's small office'building) must be
part of the transfer.

B. Pioneer/KJRY's Application
Is Incomplete in that Mr. Carr's GCV Analysis

and thus Purchase Price Are Spurious and Pioneer/KJRY
also Faile to Show Financial Responsibility

Pioneer/KJRY's competing application is incomplete in at
least two respects. =~ First, the Pioneer/KJRY evidence in
support of the Pioneer/KJRY proposed GCV purchase price is

9
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fundamentally spurious. The applicaticn thus does not meet the
requirements of 49 C.F.R. § 1151.3(a) (¢) for evidence in support
of the purchase price (the higher of GCV or NLV). Indeed,
because Picneer/KJRY's GCV figure is spurious, it is not
possible to determine whether Pioneer/XJRY can ke viewed as
financially responsible. For this reason, Pioneer/KJRY's error
on evidence concerning GCV renders the application deficient
under 49 C,.F.R. § 1151.3(a) (3) as well.

Second, and in any event, Picneer/KJRY's showing of
financial responeibility is deficient under the law as declared
by this Board in this proceeding. The application thus fails to
meet the requirements of 49 C.F.R, § 1151.3{(a) (3).

1. KJRY's GCV.

Pioneer)KJRY is required to estimate both NLV and GCV, to
supply evidence in support, and to bid the higher of the two.
Pioneer/KJRY claimg that GCV is higher. Pioneer asserts that
the GCV of "Alternative Two" is approximately £935,000, See
Pioneer/KJRY application at p. 14. Pioneer/KJRY rests its
analysis of GCV of "Alternative Two" on an analysis by Pioneer's
president, Mr. Carr, Carr basically indorgses the approach
adopted by PYCO's expert, Charles Banks. However, Mr. Carr then
states that he is "modifying Mr. Banks' calculations" (Carr V.S.
at p. 37). Bﬁt Mr. Carr's modification amounts to a double
deduction for costs. See Charles Banks' S3upplemental Verified
Statement at pp. 3-4, attached as Appendix VII to PYCO's

"Modifications to Feeder Line Application" filed August 11

10
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(discusses the error). Once that mistake is recognized,

Picneer's '"bid" of §953%,000 simply lacks evidence in support.

If one assumes arguendo with Mr. Carr that rshabilitation can be

ignored because it renders the rail lines unprofitable,ll the

Pioneer/KJRY/Carr bid for "Alternative Two" must be higher.
. Unless one knows what higher number Piloneex/XJRY intend to
propose in light of the mistake in Mr. Carr's calculation, it is
not possible to determine whether Pioneexr/KJRY is financially
responsgible. "This means that Mr. <Caryx's analysis is
insufficient as evideﬁce in viclation of 42 C.F.R. §
1151.3{a) (4), and that Pioneer/KJRY cannot demonstrate financial
responsibility (for lack of sufficient information on price) in
violation of 49 C.F.R. § 1141.3(a)(3). Since the Pioneer/KJRY
application is thus incomplete, it must be rejescted.

2. Additiomal failure on financial respongibility.
Pioneexr did not file an all-SAW application on August 4 because
it could not show financial responeibility under its own
.analysis. But it also failed as to Alternative Two.

Pioneer/KJﬁY is required to show financial responsibility
sufficient to pay the higher of GCV or NLV, and to pay three
years' operating costs. 49 C.F.R. § 1151.3(a) (3).
Pioneer/KJRY nowhere provides evidence of a calculation of three
years' operating costs; It apparently assumes that away on the

ground that operating costs will be paid from net revenue, but

11 <This is a rather astonishing assumption for setting
GCV, especially in a feeder line railroad context, and PYCO
certainly does not concur with it.

11
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there is still a need for ligquidity and a need for a resgerve for

repair costs (ﬁhich have been deferred so long that major
' rehabilitation is reqﬁired). Pioneer/XJRY appears to assume
that all it need show im financial resources sufficient to cover
a $935,000 purchase price (which price, as PYCO has shown, is
not based on evidence, but on error). Because Pioneer/KJRY has
not established the amount for which it must be financially
‘re8ponsible (we only know it to be something in excess of
$935,000 if Mr., Carr's reasoning 1is otherwise accepted),
Pioneer/KJRY has not shown financial résponsibility.

This is no: small matter, FYCO has presented expert
analysis showing that substantial rehabilitation 1s necessary
for these lines. Mr. Carr notes that the rehabilitation for
Alternative Two wag estimated at $1.18 to $2.13 million dollars.
Carr V.S. at 36.%2 Mr. Carr rejects a deduction for
rehabilitation. Mr. Carr's opinion on rehabilitation c¢an not
be persuazive; indeed, it does not deserve any weight at all,
given his admission to ENSF esgsentially contemporaneocusly with
his statement that he "hadn't spent any time on the property ...
and didn't know what condition the line is in." See Exhibit A.

Mr. Carr gives two grounds to reject rehabilitation. Carr
at 36-37. Mr. Carr's first argument for ignoring
rehabilitation is that trains still serve three customers over

the lines. The fact that the line is still in operation (i.e.,

12 The estimated rehabilitation costs based on actual
inspection are now higher. See PYCO's "Modifications to Feeder
Line Application," Appendix VI (Davis V.S.).

12
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not embargoed) does not wmean rehabilitation can be ignored,
SAW's track is all “vexempt" status. It has deteriorated for

decades undex deferred maintenance. While 8AW continues to run

~on the track, the deterioration continues and the need for

rehabilitation does not go away, it just gets more expensive the

longer it is postponed. WTL has sustained major derailments on

the lines in service to PYCO and has noted that it may have to
embargo the lines or take some eguivalent measures unless some
kind of substantial repair iz made in the near future. That is
why PYCO has repeatedly complained to this Board that SAW is not
maintaining its lines. That is why rehabilitation is very much
a part of the calculation not only of GCV, but of what a rail
carrier should be required to show in order to demonstrate
financial responsibility in this proceeding, The Verified
Statements PYCO filed on August 12 (Appendices VI and VI) by
Megers. Davis and Banks based on a two day inspection by Mr.
Davis affirm the need for substantial rehabilitation.

The second grounds offered by Carr <for ignoring
rehabilitation is that rehabilitation would render these run-
down lines unprofitable. Carr 36-37. This is not a grounds to
reject rehabilitation costs; it instead is a grounds to assume
that the party claiming that rehabilitation should be ignored
either (a) has not examined the lines and is proceeding in
ignorance or (b) intends to run them down even further (we note
that Pioneer commits to operate om the lineg if it acquires them

for only three more yesars, gee KJRY application at 14). PYCO

13
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and shippers want dependable 8service, nct a provider that

intends to méke a bad situation worse (i.e., allow what is
‘already "exempt" status track to decay to the point of embargo)
because that is the only way it can hope to turn a profit.

Any rail operator on these lines must be prépared to cover
the purchase price and the cost of rehabilitation. This Board
should require such a showing of Pioneer/KJRY under the facts of
this case. It would be error for the Board to allow a
substitute carrier t¢ acquire these lines which lacks the
resources to handle rehébilitation'expenses. The fact that Mr.
Carr so cavalierly dismisses the isgue demonstrates only that
his railroad ié not prepared to offer adeguate and reliable rail
service on the lines. It suggests his railrcad gimply wants to
milk it a few more years and then hopefully pass it on.

Turning to Pioneer's financial showing, Pioneer/XKJRY does
not claim that KJRY has the resources to do anything in Lubbeck.
Instead, Pioneer/KJRY c¢laim that Pioneer will somehow transfer
funds to KJRY to finance its acquisition of SAW properties.
Thus Pioneer/KJRY makes no showing of financial responsibility
on the part of KJRY -~ the entity they put forward to acquire
the lines; Pioneer/KJRY only attempts a showing as to Pioneer,
which is not acquiring the lines. Az to Pioneer, the
application (pp. 6-7) seems to suggest that Mr. Carr in his
verified statement will ghow that Pioneer has $1.5 million in
cash on hand, that Pioneer has a $1.5 million line of credit,

and that Pioneer's various operations have $2.4 million in net

14
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income.

Mr. Carr's verified statement asserts that Pioneer has $1.5
million in cash, and submits a letter from its bank indicating a
$1.5 million line of credit. Mr. Carr states he is hopeful
Pioneer at some point can get a loan commitment for around $5.5
ﬁillion, but does mnot have one yet. Mr. Carr submits no
financial statements or reports to corroborate his claims.
Pioneer's filinges indicate that the Pioneer system encompasses
some 15 operations. So far as we can tell, the cash and line of
credit Mr. Carr refer to alsc are the cash reserves necessarxy to
operate Picneer's 15 existing operatiomns, =nd are not in fact
available to purchase or to operate the SAW lines at all. That
presumably is why Mr. Carr is seeking a loan, which he
acknowledges his company did not have in hand yet.

| When PYCO furnished a 'letter from its Banmk in F.D. 34844
representing that PYCO had "at least” $5 million in financing
available for the acquisition of SAW's lines, the Director
rejected this showing as inadequate, and this determination was
upheld on appeal. Pioneer/KJRY has not even shown that it has
$1.5 million available for purchase of SAW's lines. RAll we know
at this point is that it certainly does not have the amount
available that PYCO's bank said PYCO had (i.e., at least 85
million), and the Director and this Board deemed that
inadequate. Clearly since PYCO's application in F.D. 34844 was
ruled incomplete on £inancial grounds, the Pioneer/KJRY

application showing even less is incomplete on the gsame

15
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N

grounds.

C. Pioneer/KJRY's Application Contravenes
the Public Convenience and Necessity

PYCO objects to Fioneer/KJRY's application as contravening
the public convenience and necesgity. Filoneer/KJRY claims that
it is an experienced operator (Pioneer/KJRY Application at 14)
and from time to time contrasts that zlleged experience with
PYCO, described as a mere shipper uninterested in matters rail
(id. at 25).

Pioneer's claim that PYCO is somehow unfit is spurious.
The legislative histoxry of the feesder line statute makes clear
that it was designed to provide shipper relief, not as a happy
hunting ground for the shortline equivalent cf headhunters. It
is well known that owners of rail property can c¢ontract with
competent short line operators to provide rail services on
shortlines which they own (many local and state governments
operate rail systems on this basis), and PYCC has long indicated
that it intends to contract with WTL to provide such services
for whatever portion or the entirety of SAW's system that PYCO
is authorized to acquire in thig proceeding.

To underscore the spurious nature of Picneger's argument,
PYCO Industries has signed a letter of intent with its
aiternative service provider fWe:t Texae & Lubbock Railroad
(WTL)] from the Part 1146 proceeding in F.D. 34802. The letter
of intent indicates that, in the event PYCO acquires lines from
SAW pursuant to 49 U.85.C. § 10907, WTL will provide all rail
operational services. A copy is attached as BExhibit C, WIL isv

16
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part of Permian Basin Railways, which in turn is part of Towa
Pacific Holdings (IPH). We attach as Exhibit D material from
the IPH website. IPH advises PYCO that IPH's current corporate
annual revenue exceeds $14 million, and that IPH owns and
operates over 540 miles of track. Moreover, IHP's Arizona
Eastern Railway recently filed an application to construct 10
more miles to serve a Phelps Dodge copper mine. Significantly,
WIL already operates in the Lubbock area, already interchanges
with BNSF, and has a yard of its own where overflow cars can be
gtored if necessary for current SAW shippers.l? Moreover,
because WTL has been providing alternative service to PYCO since
January 2006 pursuant to this Board's orders in F.D. 34802, WTL
has equipment and crews in place, and is familiar with the
track. WIL has already worked.with several SAW shippers other
than PYCO to address inbound shipping problems and to expedite
cars through BNSF (WTL delivers all cars to the SAW yard). WTL
is in a position immediately to work with all SAW shippers to
address their service needs, and has assured PYCO that it ie
prepared to Begin immediately. BNSF has repeatedly indicated to
PYCO that BNSF is pleased with the cooperation it has achieved
with WTL, and both PYCQO and BNSF are pleased with the improved
service resulting Ifrom WTL's exemplary performance under the

alternative service orders issued by this Board in F.D. 34802.

13 gince IPH acquired WTL, WTL has added 8 new customers
and loading locations, increasing the WTL customer base (and
business volume) by 25%, WTL has informed PYCO that it intends
to devote the same business development initiative to the SAW
lines acquired by PYCO if given the opportunity.

17
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In short, WIL has a great track record, can operate more
efficiently in Lubbock than Pioneer, is operating in Lubbock,
and 15 prepared to ‘provide service to all BSAW customers
immediately. WTL has much more to offer, and much more evidence
of record to back that up. PYCO, the major local shipper, is
prepared to buy the 1linez and to engage in a rehabilitation
brogram. Thig is what the feeder line statute iz all about.

- In contrast, what c¢an be sgaid for Pionser/XJRY? Ag it
turns out, PYCO is able to say that the answer is not much.
Pioneer, by its own admission to both FYCO and to BNSF, became
belatedly invelved in this proceeding at the behest of Mr.
Wisener. As late as August 2, two days before the filing of its
competing application, KJRY's president (Carr) explained to BNSF
that

"Pioneer was only interested im purchasing SAW because Larry

Wisenef contacted him [Mr. Carx] and he [Mr. Carr] thought
the railroad might be a good opportunity. He told me he
hadn't spent any time on the property, didn't know who the
customers were and didn't know what condition the line was
in. He also said he didn't know anything about the service
difficulties that lead to PYCO Seeking alternative service in
the first place. He thought the entire dispute arose because
PYCO refused to pay for more than one switch per day."

See Exhibit A, attached.l4

14 The first (and only) known coptact between Pioneer
and a shipper in Lubbock was on August 18. At that time,
Pioneer's General Counsel LaKemper made twe calls to PYCO's

18
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To PYCO'a knewledge, nc Pioneer affiliated railroad
operates in Texas, much less in the Lubbock area. Pioneer
cannot hope to match the experience, efficiencies, and ability
to initiate service immediately that FYCO and WIL already have
demonstrated in Lubbock.

This brings up an addéitional important peint: this Board
has repeatedly found in F.D. 34802 and in this docket that PYCO
has demonstrated that it has not received adeguate raill service
from SAW. In order to prevent further episodes of inadequate
rail service from SAW, this Board has adopted expedited
procedures in this docket to conclude the feeder line prccess 8o
that a new carrier is in place on these lines before the
expiration of PYCO's alterative service order (October 23}). On
August 2, a majority of shippers on SAW's lines expressed their
view that SAW service was inadequate. Many noted threats from
SAW to them, and voiced fears that they would be retaliated
against for speaking out publicly. The majority supperted
action by this Board by October 23 tec allow a new carrier to

begin operation, obviously to mitigate the risk of retaliation.

local counsel, exhibiting no knowledge cof the situation in
Lubbock nor indication that Picneer intended to file a feeder
line application. Pioneer/KJRY's filing later that day in this
docket ostensibly for an extension was mainly comprised of an
unprovoked attack on PYCO. Pioneer/KJRY has made no effort to
get in touch with PYCO since that time, even though PYCO weuld
be the largest shipper by far on the lines Pioneer/KJRY seeks to
acquire. See Declaration of Gary MclLaren § 3-5, attached to
PYCO's "Statement by PYCO Industries" served 28 July 2006 in
F.D. 34890 (and other dockets). Pioneer's conduct is not that
‘of a concerned shortline even remotely interested in working
with its shippers. :

19
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Yet Pioneer/KJRY, ignorant by admiésion to BNSF on August
2, still does not appear to understand the importance of
expedition in thie proceeding. It not only ignores the need to
begin operations by October 23, but actually asks for something
elge. Ag part‘ of its feeder line application, Pioneex/KJRY
requests that it be given 60 days from any Board order
"granting” the application (which we assume means setting the
terms and conditions and designation of Pioneer/KJRY as
purchaser) to consummate the transaction. Pioneer/KJRY
application at 14. Since filings are now scheduled in this
proceeding through early September (and may drag out further due
to Pioneer's litigious reputation -- PYCO notes that the KJRY
feeder line proceeding tock two years for any resolutiom), and
since it is reasonable to assume that the Board would wish 30
days to comsider the evidence, the earliest a decision can issue
is 1in the first half of October, Under this Board's
regulations, if there are multiple applicants, SAW will have 15
days to choose with whom'to deal. We will already be at or past
October 23 before SAW is obligated to melect. We presume the
gselection, if Pionéer's faulty applicatibn is accepted, will be
Pioneer, because of SAW's animosity to PYCO. But Pioneer has
stated it wants 60 days to close. Given Ploneer's admission to
BNSF as to utter lack of knowledge of what it is getting into,
Pioneer likely will need that and more. PYCQ will be faced with
inadequate gervice on October 23, at the height of cotton rush.

This hardly serves the public convenience and necessity.

20
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PYCO is prepared teoday to buy either modified alternative
two {all of the SAW yard) or the entirety of SAW at the price
set by this Board. WTL is prepared to begin operations.
Pioneer/KJRY wants 60 days from whenever the Board acts. While
we underétand why Pioneer/KJRY needs a lot of time, that does
not mean that it is in the interest of shippers or the public.
PYCO will sustain service inadequacy during that interval; other
shippers are similarly subject to retaliation by the incumbent
railroad and ite management.

For these and all the reasons stated above, the public
convenience and necesgity do not support authorizing such an
acquisition on the part of KJRY.

IV. BNSF's Right of First Refusal

In BNSF's August 2 comments on PYCO's £feeder line
application as to Alternmative Two, BNSF requests entry into a
protocol by the two switch railroads such that there would be no
interference with BNSF operations in Lubbock. PYCO supports
BNSF's reguest. SAW has been more inclined to litigate with
BNSF than cooperate with it to achieve better service for
customérs, and at one point caused congestion threatening to
shut down RBNSF's yard. ' A protocol is definitely needed if SAW
remains., The problem will ke in gaining SAW adherence to the
protocol. |

BNSF alsc notes that it has a right of first refusal over
sales of all or a portion of SAW lines, and reguests that the

right of first refusal continue to apply.

21
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Pioneer/KJRY states that it is opposed to applying the BNSF
right of first refusal "to preempt a grant of PYCO's or KJRY's
feeder line application.” Pioneer/KJRY application at 28.

PYCO supports application of the BNSF right of £irst
refusal to all sales of SAW lines, whether pursuant to a 49
U.S.C. § 10907 authorization or pursuant to 49 U.S.C. § 10901.
The customers served by SAW in Lubbock are actually customers of
BNSF; SAW simply provides a local switch pursuant to its
contract with BNSF. SAW necessarily operates on the BNSF
mainline in order to provide this service. BNSF has a
legitimate interest in insuring that any new switch provider in
Lubbock satisfy BNSF that it will txeat BNSF customers fairly,
and be ready, willing and able to cooperate with BNSF to provide
adequate, efficient rail se&vice without congesting BNSF's yard
and system.

If BNSF feels that PYCO and its operator (WTL) are not
qualified to take over the SAW lines, then by all means PYCO
‘'wants BNSF to exercise its contractual right of first refusal.
Similarly, if BNSF feelp that Pioneer/KJRY is not qualified,
then we expect the vast majority of the shippers in Lubbock, if
not all, would wish BNSF to exercise its right of first refusal
and ensure that we are ably served.

BNSF is in a far better position to choose a qualified and
able entity té provide rail operations than is SAW (which
reflects the wviews of .Larry Wisener, whose truculent views

toward his customers is all over the record by this peint). SAW

22
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and in particular Mr, Wisener brought Pioneer/KJRY into this
equation, not the shippers in Lubbock. BNSF's right of first
refusal is the only protection shippers have from abuse if this
Board accepts Pioneer/KJRY's application, notwithstanding our
objections as stated herein.
V. Ceonclusion
The Picneer/KJRY application must be rejected.

Respectfully submitted,

Charles H. Monian
for PYCO Industries, Inc.
426 NW 162d S5t.
Seattle, WA 98177
{(206) 546-1836
fax: ~3739

0f counsel:
Gary McLaren, Esq.
Phillips & MclLaren _
3305 66th St., Suite 1A
Lubbock, TX 79413
(g0E€) 788-0609
for PYCO Industries, Inc.

Verification

Exhibit A ~- BNSF email (PYCO understands it has authorization
to use this email publicly)

Exhibit B -- mapping of SAW/Choo Choo spite strip

Exhibit ¢ -- IHP/WIL letter of intent

Exhibit D ~-- PYCO/WTL website material

23



10/20/2000 17:32 FAX 206 546 3739 CHARLES HONTANGE 028/050
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P.O. BOX 841 PYCO Iindustries, Ine. P.0, BOX 1320

LUBBOCK,TX 78408-0841 Processors of Cottonsoeed Produets GREENWODOD, MS 38835-1320

TELEPHONE: (808) 747-3434 TELEPHONE: (662) 483312

FAX: (806) 744-3221 FAX: (662) 455-8807
Verification

Pursuant to 28 U.S.C. 1746, T declare and verify under penalties of perjury under
the laws of United States of America that I am the Senior Vice President of Marketing for
PYCO Industries, that I have been craployed by PYCOQ for Gfteen years, that I am
responsible for rail shipments for PYCO, that I bave read the foregoing, and that the
foregoing is truc and cotrect,

Executed om; & ~/ ‘/—p..é | :

Ninziad o 107 Pin Cand Lation Tibea
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Cercificate of Service

By my signature below, I certify service upon the following
counsel of record by express (next business day) by timely
deposit with an express cervice provider on 14 August 2006:

Thomas McFarland
208 South LaSalle st., Suite 1880
Chicago, IL  60604-1112 (SAW)

wWwilliam A. Mullins

Baker & Mullins

2401 Pennsylvania Ave.NW #300
Washington, D.C. 20037 (XJRY)

William Sippel

Fletcher & Sippel

29 North Wacker Drive, Suite 920
Chicago, IL 60606-2875 (USRP)

John Heffner
1820 N Street, NW #800
Washington, DC 20036 (WTL)

Adrian Steel

Mayer Brown Rowe & Maw

1909 K Street, NW

Washington, D.C. 20006-1101
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Page 1 of 1
* .. g.montange.
From: "Hale, Weldon E" <Weldon.Hsle@bnsf.com>
To: "¢.montange” <¢.montange@verizon.net>

Sent: Thursday, August 03, 2006 3.57 PM
Subject: FPioneer

Charles,

Mike Carr, President & CEQ of Pioneer called me yesterday, He told me Pioneer was only interested in
purchasing the SAW bscause Larry Wisenar had contacted him and he thought the railroad might be a good
opportunity. He told me he hadn't spent any time on the property, didn't know who the customers were and didn't
know what condition the line was in. He also said he didn’t know anything about the service difficulties that led to
PYCO seeking altemative sarvice In the first place. He thought the entire dispute arose because PYCO refused
to pay for more than one switch per day.

" He told me Pioneer was interested in purchasing the property, and he is aware that BNSF has a right of first
refusal in the sale agreement. He also told me he expected Pioneer fo file its feeder line appiication on Friday the

4t '
As info,

Eddie Hale
Shortline Development

BNSF Railway
(817) 352-6012

CONFIDENTIALITY NOTICE:

Thiz masaage Is Intended only for the use of the Individual or antlly to which It Is addresaed and may canialn information that ls privileged, confidantal
and exemp! from disclesure under applicahls law. If the reader of this message is not the Intsnded raciplent, or the employee or agent respensible for
dslivaring the messaga to the Intandad reciplent, you are hereby notifiad that any dissamination, digiribution er copying of this communtzation Is strictly
prohiblted. If you have recalved this massaga In error, pleaze delete this mesgage frem all compurders and notlfy us Immediately by reum e-mall
and/or phone (817) 352-6012,

8/11/2006
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Deed No. 61401 has béen graphically located from rocord
description provided by client.

The deed description referenced above has been located
from survey infonmation and the deed description. The
surveyer makes no gurranige that the tract illustrated hereon
bas been showa in iCs exaet location, although it is locaied as
accurately as possible from the information available. The

surveyor has oot physically surveyed Deed No. 61401 on the
ground,
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AUG-12-2006(SAT) 15:38  PYCO Industries (FRX) 7443221 P.001/002
August 14, 2006
Mi-. Stephen Gregory, Vice President
West Texas & Lubbock Railroad
118 South Clinton,
Suite 300,

Chicago, IL 60661

RE: Letter of intent for operation of South Plains
Switching, Ltd. Rail lines in Lubbock, TX

Dear Mr. Gregory:

I am writing on behalf of PYCO Industries, Inc. (“PYCQ”), in
connection with the future operation of rail lines serving its facilities at
Lubbock, TX, currently owned by South Plains Switching, Ltd. (“SAW™),
Once you sign and return one copy of this letter, it will becomo a
nonbonding letter of intent reflecting the good faith intentions of both parties
to execute a formal operating agreement.

Assuming that PYCQ is successfil in its efforts to acquire the subject
rail properties, in whole or in part, through an applicetion it has filed with
the federal Surface Transportation Board (“the Board™) in STB FD 34890,
PYCO desires to contract with your company, the West Texas & Lubbock
Railroad (“WTL") to operate the subject properties on a long term basis.
Towards that end, PYCO will be preparing a formal operating agresment
that covers WTL's continued occupancy and operation of these properties
once acquired by PYCO. This agreement will require approval by the
boards of directors of both parties and will not become effective unti! signed
by both parties. Neither party will incur any liability as to the other in
connection with WTL’s continued occupancy and operation after PYCO
acquires the subject rail properties until after executing = definitive formal
operating agreement.

In that regard, I anticipate that WTL, as PYCO’s chosen operator, will
be responsible for all aspects of rail operatiops Including crews, equipment,
marketing, dispatching, and maintenaoce. WTL will obtain suitable liability
insurance naming PYCO as an additional insured. PYCO and WTL will
work jointly with BNSF Railway to insure a smooth transition of operations
and all commercial arrangements between carriers and with all rail
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customers on the line once PYCO acquires the subject rail properties. WTL
will also coordinate its operations with PYCO to insure that there is no
blockage of PYCO property or street crossings.

This letter 1s subject to modification in light of any orders of the STB.
Each party shall be solely responsible for its own costs, including attorney

fees, arising under or pursuant to this letter of intent. Ifthis letter is
acceptable, please sign and return one copy. -

Sincerely yours,
Robert Lacy

Accepted:

wﬂg«uﬁ
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Iowa Pacific Holdings Page 1 of 2

I {OVA PAGIFIC HOLDINGS
T ARiZONA ZRSTERN RAILWAY
IR texasnew MEXCO RALROAD jowa Paciflc Holdings (IPH) was formed in March 2001 1o acquire raliroads and ¢

TexA BOCK businesses. |PH has focused an smaller feeder railroads with annual revenues o
“ il % & LUs RARWAY loss. IPH has successfully acquired and operated four raliroada — while working 1
R CENTRAL CAR REPAIR value to rail custorners and the communities they serve, through improvements il
PERMIAN DABN RAIWAYS . faciities and aqulpmant.

R 54t L5 & RIC GRANDE RAKROAD
IPH formed Permian Basin Railweys (PER) to acquire the Texas - New Mexico |
West Texas & Lubbock Rallway in May 2002. In December, 2004, PBR acquired
Railway. in December 2008, PBR acquired the San Luis & Rio Grande Raliroad.
the acquisition of each railread, IPH opzned a Central Car Repalr shop location |
contract freight car repairs.

[PH management is a divarss group, coflectvely with hundreds of years of rail-in
experlence. IPH managears have backgrounds with class | railrozds, shortlings, A
and mail and express operations, railread supply, intermodal, trucking companie:
car repair and mucih mare, With such wide-ranging expartise, IPH ls unlquely ca
creative solutions to trensportation problams.

IPH continuously seeks apportunities to increase rail freight business on its railre
growth of exlsting traffic, relocation of new customers on-line or in conjunction wi
non-rail-sarvad sites. In addition, IPH continues to explore expansion of its portic
shortlina scquigitions, joint ventures and other oppartunities.

OFFIGES ¢

014 B 1

Buginess Office

P. Q. Box 613184
Chicago, Il 60661
312-466-0800 (voice)
312-466-9589 {fax)

http://www iowapacificholdings.comy/ “ 8/12/2006
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Iowa Pacific Holdings ‘ Page 2 of 2

IOWA PACIFIC COMPANIES

Arlzona Eastern Rallway
Contral Car Repair

Permlan Basin Railways

San Luis & Rio Grande Railroad
Texes — New Mexico Raliroad
West Texas & Lubbock Railway

Regions Served

Southeast New Mexico
Southeast Arizona
South-central Colorado
Wasl Texas

Servicesa Avallable:

Rail freight service
Truck-to-rall and rail-to-truck
trensloading
Freight car repairs
Pessenger train management
Real estate leasing
Freight loglstics
Fleet management

. Freight car leasing
Freight and passenger rall
consuliting

® 2008 IOWA PACIFIC HOLDINGS. All Rights Reserved,

http://www.iowapacificholdings.com/

8/12/2006
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Arizona Eastern Railway Page 1 of 4

A 1o Preific HOLDMGS QVERVIEW mRmexmmmmm
PN Aruzona EASTERN RAILAY The Asizona Geslem Reliway (AZER) operates 135 miles of rallroad batween Bo
TEXATNEW MEXICO RANROAD Miaml, AZ. The raliraad serves the copper mining region of southeastern Arizanz

Gila River Vallay and the east end of the Phoenix metropiex. Primary AZER com
m WEST TEXAS & LUBBOTK RALWNAY . copper concentrate, copper anods and cathode, and copper rod and other coppt
I cenvRAL CAR RERRIA materials. AZER also handies minerals, chemicals, building supplies and iumber
AR Persnan 848 RARVAYS n fransioad center for lumber, buliding materlals and other consumer commoditle

IR san 198 & Ri0 GRANDE RARRDAD

What is naw the AZER was chartered 2s the Gila Valley Globe and Northermn Rai
ARIZONA EASTERN 1865. Before cormplation to Globs in 1883, the GVGN came under the control of
Rallway at a Glance Eastern Raliroad (AE). The AE was leased by the Southern Pacific Railroad (5
merged into the SR system in 1924. SP sold the Bowie — Miami line to Kyle Railr
Kyle was purchasad by shortine holding company StatesRall in 1885, StatesRel

2;%;"“"9 Marks purchased by Rallamerica (RA) in 2007. RA sold the AZER to Permian Basin Rs
Decembar 9, 2004.

Miles of Track Of historical note, the Gila Valley Globe & Northern's first lscomotive ~ appropria

1351 number 1 ~ was purchazsed from the Contral Packic Railroad, its number 1195, v

1195 wazs namad Jupiter.Jupiter wes the Central Pacific locomotiva that met caw
cowestzher with Union Pacific number 118 at Promentory Point, Utah on May 10

Citles Served/ Transloading driving of the golden spike commemorating the completion of the first transcontir

Facilities Avallable Despits Iis historical significance, in 1308 tha GVGN, by then controlied by Centr
succassor Southem Pacific, sold number 1 for $1000 as scrap.

Al stations have siding(s) for
llquid and/or bulk transfer.

Bowls, AZ

Operating Office Business Offlce
Solomon, AZ P. 0. Box 2200 P.O. Box 618481

Claypool, AZ 86632 Chicago, IL 60661
Safford, AZ : Voleg: 928473-2447 Voice: 312-4566-0900
freight dock Fax: 928-473.2449 Fax: 312-466-9589

Pima, AZ MAPS

San Carlos, A2
PWTOS ) i
Globe, AZ

Claypool, AZ
freight dock

Counties Served
Cochige, AZ
Graham, AZ

Gilg, AZ

Locomotives Operated
QOne EMD $W-1200
Two EMD GP-7

http://www iowapacific.com/ 8/12/2006



@ 0398/050

CHARLES HMONTANGE

10/20/2000 17:35 FAX 208 548 3739

Page 2 of 4

Arizona Eastern Railway

Frelght Cars Operated

21 flatcars
Car Storage Capaclty

Service Frequency
none

OSix EMD GP-20
Three EMD GP-35
Six days per week

3
m
o
g~
o
g
(1]
i d
£

Railroad Connections
Pacifi

Uni

AZ

ported

Commodities Trans

Chemicals

Copper Concantrate
Copper Products

Fertilizer
Lumber

8/12/2006

http://www iowapacific.com/
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Arizona Eastern Railway

8/12/2006

http://www.iowapacific.com/
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The Texas - New Mexico Railroad
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Page 1 of 4

R 10w PACIFIC HOLDINGS

IR sreona EASTERN RAILWAY
MR Texessew sexico RARKGAD
IS west Texas & LUBBOCK RAMLWAY
CENTRAL CAR REPAIR

I PemeiaN BABIN RALLWAYS

REH saM Lrs 8 Ri0 GRANDE RALROAD

TEXAS— NEW MEXICO
Ralircad at 2 Glance

Reporting Marks
TMNR

Miles of Track
10428

Cities Served/ Transloading
Facllities Available

All stations have siding(s) for
liquid andfor buik transfer,

Monahans, TX
Kermit, TX
Jal, NM
Combest, NM
Eunice, NM
Hobbg, NM
freight dock
warehouse
Lovington, NM

freight dock
wearehouse

Counties Served
Ward, TX
Winkier, TX

Lea, NM

http://www.texasnewmexicorailroad.cony

The Texas - New Mexlco Raifroad (TNMR) oparates 104 miles of raliroad exten
Paclfic connection at Monshans, TX 1o Lovingten, New Mexico. The railroad sen
wekt Texas and southeast New Mexien. Tha primary commaditias hauled are oft
and minerals, construction aggragates, industrial waste and scrap.

The TNMR was completed in 1930 as = subsidiary of the Texas and PacHic Rafh
primary purpose of the TNMR was to serve the cll fields in west Taxss and soutr
Mexico. The TP was undsr financial control of the Missouri Pacific Railway (MP)
1928. In 1978, the MP completely merged the TP. In 1982, the MP was, In turn, 1
Union Pacific Railroad (UP). UP 3¢id the TNMR to shortline oparator RailTex (R3
1688, RT merged with encthar sherlline holding company, RallAmerica (RA). RA
TNMR to Parmian Basin Rallways on May 28, 2002.

OFFICES amdmmmzse
Operating Tffice Business Office
821 Wes! Broadway P.Q. Box €18181
Brownfield, TX 79316 Chicago, IL 80661
Yoice: BO6-637-8323 Voice: 312-466-0900
Fax: 306-837-8074 Fax: 312-466-0589
MAPS

8/12/2006
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Page 2 of 4

The Texas — New Mexico Railroad

Locomotives Operated
Three EMD GP-35M
One EMD GP-7

x
Zu
EZ
j3a
2
Es
B E
D @
£5
Q e
o
R

Freight Cars Operated
Service Frequency
Six days psr week

Car Storage Capacity
500 &0-foot cars

1.

Unien_Pagific Railroad_at
$J—

Rallroad Connections
Monahan

Petraleum Products

Waste Soll
Rock

Chemicalzs

Commodities Transported
Scrap

8/12/2006

http://www texasnewmexicorailroad.com/
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The Texas — New Mexico Railroad
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West Texas & Lubbock Railway
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KA PACIFIC HOLDINGS

R ARzOMA EASTERN Ralviay
TEXAS REW BEXICO RAILROAD
B wesv rexas & Luanock Ry
B cenTRAL AR REPAIR

M Foravian RABIN RARWAYS

RY 251 Lins & RIO GRANDE RANROAD

WEST TEXAS & LUBROCK
Railroad at a Glance

Reporting Marks
- WTLC

Miles of Track
106.64

Cities Served/ Transloading
Facllltles Avallable

All stations have siding(s) for
liquid ancfor bulk transfer.

Lubbaek, TX
Shallowwater, TX
Doud, TX
Wollforth, TX

Ropesville, TX
elavateor

Meadow, TX
elevator

Brownfield, TX
freight dock
warahouse
elgvator
Wellman, TX

Seagraves, TX

The West Texas & Lubbock Rallway (WTLC) operates 107 miles of raliroad on two
from Lubbocek, TX lo Seagraves and Whiteface, TX, The railroad sarves the agricutt
and scuthwesi of Lubbock and the ol} flalde of west Texas, The primary commoditie
fertillzer, construction aggregates, grzin, ¢otton, chemicals, pearuts and plastics.

The arigin of tha two linas thet rmake up today's WTLC Is the Crosbyton-Southpla
Company (C8) which was chartered in 1910 to built a line from Lubbock to Crosb
1815, the CS was purchaszad by the Atchigon Topeka and Santa Fe Ralway (ATS
changed its name to the South Plains and Saata Fe Railway (§PSF). The Seagre
completed by the SPSF In 1818, [n 1917, the SPSF was leasad by the Panhandls
(PSF), also controlled by the ATSF. The Whiteface line was completed in 1925 lc
The SPSF and PSF were eventuglly merged (nto the ATSF. ATSF sold the two [k
minus Biedaoa to Whiteface portion abandoned In 1884, to the Seagraves Whitef
Lubbock Raiiroad {SWLR). SWLR was purchasad by shortiine holding company |
{RA) In 1985, RA then renamed SWLR to Wast Texas & Lubbock Raliroed. RA s
to Penmian Basin Rallways on May 25, 2002

Operating Office Business Office

821 West Braadway P.0Q. Box 618181
Brownfield, TX 75316 Chicageo, IL 60651
Veoijce: 806-637-8323 Voice! 312-468-0900
Fax: 806-§37-8074 Fape: 312-466-9589

PHOTOS

bttp://www.westtexasandlubbockrailway.com/ 8/12/2006
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freight dock
warehouse

Hurlwood, TX
Smyar, TX

Levelland, TX
freight dock
warehouse

Whiteface, TX

Counties Served
Cochran, TX
Gaines, TX
Hockley, TX
Lubbock, TX
Terry, TX

Locomotives Qperated
One EMD GP-7U

One EMD GP-7

One EMD GP-38

Freight Cars Operated
8 covered hoppers

Service Frequency
Six days per waek

Car Storage Capacity

500 50-foot cars

Railroad Connections

BNSF Railway & Lubbock, TX
Unlon Paclfic Reilroad at
Lubbock, TX via BNSF haulage
Commodities Transported
Chemicals

Cotton

Grain

Farm Machinery

Lumber

Qilfield Supplies

Peanuts

Plastic

Rock

hitp://www.westtexasandlubbockrailway.com/ ’ 8/12/2006



10/20/2000 17:37 FAX 206 546 3739 CHARLES MONTANGE @046/050
San Luis & Rio Grande Railroad Page 1 of 3

HE 1owa PACHC HOLOINGS
ARIFONA EASTERN RALWAY
H Toxassew MEXCO RAAROAD
IR wesr tenas a LuBBsoCK RARWAY
BRI cenTRAL CAR REPAIR
] Perrsa gasin RALWAYS
T so% LUIs & RIO GRANDE RARROAD

SAN LUIS & RIO GRANDE
Railway at a Giance

Reporting Marks
SLRG

Miles of Track
149.60

Citles Served/! Translcading

Facliities Available

All stations have siding(s) for

liquld and/or bulk transfar,
La Veta, CO

Fart Garland, CO
Blanca, CO
Alamosa, CO
fraight dock
warehouse

La Jara, CO
Romeo, CO
Conelos, CO
Antonito, CO
freight dock
warehouse
Monte Vista, CO

Torres, CO

HISTO!

The San Luie & Rio Grande Rallroad {(SLRG) runs west from a connection with {
Rallroad sl Waleanburg, CO. over the Sangre de Crizlo Mountains at La Veta P
fertile valley of the San Luis and Rio Grands Rivers. At Alamoss, the rallroad sp
sxtending south to Antonito - just north of the New Mexico berder — and northw
Fork. In addition o the Union Paclfic, the SLRG connects with the shortine San
Railread (SLC}) at Monte Vista and the Qenver and Rio Grande Historical Found
|ust west of South Fork, The 8LRG s just under 150 miles long. The highest pol
&t La Veta Pass, ic 9,242 feet sbove sea lavel, the highest rail freight line in Nor

The primary commodities hauled by the SLRG are grain, minerals, specialty roc
produce. SLRG aiso nandies substantlal bridgs traffic to end from the SLC, Pen
Railways acquired SLRG in December 2005.

The oldast predeceseor of today's SLRG was the Denver and Rio Grande Rallro
which was chartered In 1870, The line cver La Veta Pass to Alamosa end Antonj
orlginally envisioned as part of an ambitious and never-realized namow gauge (i
batweean the ralls) line linking Denver with Mexico City. The narrow gauge tracks
pass in 1877 and reached Alamosa on July 6, 1878. The railroad was pushed on
1880 and ultimately to Santa Fa, New Maxica and Sliverton, Colorado. The D&R
from Alamasa, campleting the line to South Fork and its terminug at Creede In 1¢

By the iate 1880s, the inharent isolation of narmrow gauge rajlroads from the natio
bagan to put them at a compstitive disadvantage. The D&RG converted the La v
the Creede lines to standerd gaugs around 1800. The line to Antonlto was also ¢
standard gauge, but s third rail, 1aid lo three-foot gauge, remained to Alamosa ur
regular nairow gaugs operation in 1868, Colngldent with the convargien to stand
D&RG resligned the route over La Veta Pass 1o lower the summit, straighten cur
grades.

In 1508, the D&RG was consclldsted with tha Ria Grende Western to form he D
Grande Western (ORGW). In 1888, the DRGW purchased the giant Southem Pa
($P). The combined companios were named for the larger and wider-reaching o
SP, Unien Paclfic Raliroad (UR) purchased and mergad the SP in 1896. On Jun¢
P sold the Walsenburg - Alamosa, Alamosa - Antonlto and Aiamosa — Derrlek
South Ferk) to shortline railroad conglomerate RallAmerlca (RA), The Derrick = (
which had been out of sarvice, was s0/d te the Daenver and Rio Grande Historica
& tourist line. RA sold the SLRG to Permian Basin Railways on December 22, 20

The San Luls & Rie Grande Railroad operates passenger excursion trains over
Pase and through the San Luis Velley to connact with the Cumbres & Toltec Sc
May through October, The frains, made up of vintage passenger equipment, les
Alamosa, Antonito ang La Vetla daily. The traina cperata in conjunction with the

http://www sanluisandriogranderailroad.com/ 8/12/2006
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Grande Mistorical Foundation, For more information, schedules and fares go to
Del Norte, CO wiww,alamosatm@in.com or cali 877-7CO-RAIL (877-728-7245).

South Fork, CO

Countles Served

Huerfano, CO

Costlila, CO

Alamesa, CO OFFICES m

Congjos, CO '

Rio Grande, CO Operating Office Businags Office
601 State Stroat P. 0. Box §18181

Locomatives Operatsd P. 0. Box 1807 Chicago, IL 80861

) 90

Five Alamosa, GO 81101 Voica: 312-466-0900
Volce; 713-507-0552 Fax: 3'1 2.466-2589
Fax: 719-587-0 ’

Freight Cars Operatad ax 522

none )

Service Frequency
Five days per week PHOTOS

Car Storage Capacity
~ 500 §0-foot cars

Railroad Connections

Unlon Paclfic. Railroad at
Walzenburg, CO

San Luis Central Rallroad. Sugar
Junction, GO

Commodities Transported
Grain

Minerals

Rock

Patatoes

http://www sanluisandriogranderailroad.com/ 8/12/2006
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A 0w raciFic KOLONGSE

] Aruzons EASTERN RARWAY
I texas-new MEXICO RAILROKD
I wusT Texas & LUBBOCK RAILYAY
BB} canTRAL CAR REPAIR

I Paronan sasN RARWRYS

B son s & RIC GRANDE RAILROAD

FOR IMMEDIATE RELEASE August 3,
Contact: Jeff Barker —~ 904-463-0910 PRAZER(

118 8. Clinton St., Slute 300, Chicago, IL608E1

Arizona Eastern Railway Flies To Build New Rail Ling

Washington, D.C. — Arizona Eastern Railway, an lowa Pacific Holdings com,
@ petition with the Surface Transportation Board todsy seeking permission &
new railroad line in Arizona, The 10-mile long line will serve a new Phelps D
Mining Company copper ming end an industral park in Safford, Arlz,

The new rall line will carry cosper and copper-production materials to and frc
Dodge Mining Campany mines and facilities around the country. By building
diractly to the mine rather than relying on trucks to transfer product from the
the railroad, approximately 22,000 truck trips per year will be avoided, The n
also facliitate development of an Industrial park near the Safford alrport,

“The new rall line Is an exceliant addition to the Glla Valley and the City of §
sald Safford Mayor Ron Green. “Building the rall line is a win for everyone —
reduce the number of trucke on area roads, facilitate the development of the
Phelps Dodge mine and be a valuable marketing toof for our airport industrie

The new ling would diverge from the existing Arizona Eastern Railway fine e
Safford, Ariz., eross the Glla River on 8 new 500-foot bridge. pass the Saffo
industrial park site and end at a new Phelps Dodge Mining Company copper
complex, Construction on the $22 million rall line Is projected to commence |
2007 with completion a year latsr.

“We are very excited to work with Phelps Dodge and the City of Safford to br
naw line,” sald Arlzona Eastern Rallway Praslident Ed Ellis. "By bullding thia
line, Phelps Dodgs will gain the cost efficiencies of direct il service and the
Saffard and the Glla Velley wiil have fawer trucks on the roads.”

http://www.iowapacificholdings.com/news.html , 8/12/2006
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Phelps Dodge Mining Company is already a major rail shipper, sending over
fralght cars per year over the Arizons Eastern Railway. The new branch fine
expsctad to generate over 5,000 additional carloads. Rell shipments are ger
costly than {rucking due to the inherent efficiencies of rall technology.

Anzona Eastern Rellway Is owned by Inwa Pacific Holdings, LLC. lowa Pact
shertline rafiroad holding company based In Chicago. lowa Pacifle owns fou
rallroads In Arizona, Colerado, New Mexico and Texas,

-

Print

FOR IMMEDIATE RELEASE January 2
Contact: Tragy Davig - 312-466-0900 x14 PBRO1261

West Yexas & Lubbock Rallway to provide rall service to Pyco Industri
In Lubbock.

Lubback, Texas ~ West Texas & Lubbock Raitway (WTLC) was direcied by
Surface Transportation Board ($TB) today to provide freight rall service to tv

Industries facllitles In Lubbock. WTLC will begin switching freight cars for Py
midnight,

The STB action is the result of a petition filed by Pyco Industries December :
seeking Interim alternative rail service by WTLC over rail Ines owned by Sot
Switching, Limited (SAW). Pycn filed the petition due to service lssues relath
switching provided by SAW, The STB decision directs WTLC to provide rail :
wo Pyco plants over SAW tracks for 30 days. For the full taxt of the STB de

http/Awww stb.dol.govidacisions/readingroom.nsf /51d7¢65cEf78079385
256541007f0580/b8bed02f3bde b7 185257 102005100337 CpenDocument.

WTLC will recejve fralght cars destingd for Pyco from the BNSF Railway et t
Lubbock rail yard. WTLC locomotives and craws will move the cars over SA'
and place them at the Pyca plants for loading and unloading. Pyco is ths lar
cottonseed processor in the southemn U.S.

“West Texas & Lubbock Raltway crews stand ready 1o provide Pyco industri
quality rail service they require,” said WTLC President Ed Ellis. *We are at P
service for as lung as nacessary.”

hup://www.iowapacificholdings.com/news.html 8/12/2006
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WTLC is a shartiine railroed operating 105 miles of track on two lines west a
southweet of Lubbock, For mare information on WTLC, go to

www. wesltexasandlubbock com

FOR IMMEDIATE RELEASE ' February 9, 2008

Contact; Don Shank ~ 719-852-7000 Denver & Rio Gram
Ed Eifis ~ 312-545-7245 San Luis & Rlo Gra
Debra Goodman - 719-583-4840 Alamoaa Chamber
Stove Parkins — 719-738.5135 Huarfano Chamber

P. Q. Box 618181, Chlcago, IL 62661

http://www.iowapacificholdings.com/news.html 8/12/2006



